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RAILWAY RATES AND THE MERGER DECISION. 

BY CHARLES A. PROUTY, OP THE INTERSTATE COMMERCE COM- 
MISSION. 



Now that the effervescence succeeding the Northern Securities 
decision has subsided, it may be proper to inquire just what has 
been accomplished. What danger has been averted, and how? 

The decision is treated as a blow at railroad monopoly. In 
just what way does railroad monopoly injure the public? Said 
the majority opinion of the court: "If this combination is legal, 
then all the railroads in the United States might be combined 
under one management." Suppose they were so combined, what 
harm would ensue? 

The answer is obvious. The business of railroading is, next 
to agriculture, the most important in our country. The gross 
revenues of our railroads are nearly $2,000,000,000 annually, and 
this vast sum is in the nature of a tax laid by that species of 
property upon almost every other species. Transportation by 
rail is something which must be had upon any terms that are ex- 
acted; there is little opportunity for bargaining. If one man 
controlled all the railroads in this country, he could not impose 
whatever rates he saw fit, but he could impose rates which might 
be unjust and extortionate. Here lies the chief danger. It is 
mainly through the exorbitant price that this and every other 
kind of monopoly harms the public. The popular apprehension 
is that the Securities decision, by preventing the combination of 
competing railways, and thereby necessitating competition be- 
tween them, will protect the public against unreasonable trans- 
portation charges. It is this claim which I wish to examine 
briefly. The evil has not been, and cannot well be, over-stated; 
to what extent does this decision tend to prevent it? 

In order to appreciate the effect of the present decision, some 
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reference must be made to previous decisions upon the same 
general subject. The first application of the Anti-Trust Act to 
railroads was in the Trans-Missouri Freight Association case, to 
the understanding of which a word of history is necessary. 

Most kinds of freight, under most circumstances, will more 
Sy the cheapest route. The greatest inducement which the 
freight solicitor can offer a shipper is a lower rate. Hence, in the 
strife for business, there is always a strong temptation to reduce 
the rate. A reduction in rate does not, however, proportionately 
stimulate the movement of traffic. Still further, it does not in 
the long run much affect the division of business between com- 
peting lines, since a reduction by one line is promptly met and 
usually improved upon by its competitor. It is evident that the 
common interest of all competing lines demands that the same 
rate shall be made and maintained by all. 

These considerations, very early in the history of railroad 
operations, brought about attempts to agree upon competitive 
rates. As railroads multiplied, arrangements of this sort in- 
creased, until, at the time of the passage of the Act to Eegulate 
Commerce, in 1887, almost every competitive rate was the sub- 
ject of agreement. The means usually resorted to, previous to 
that date, for maintaining the agreed rate was pooling, a divi- 
sion of either tonnage or earnings. The Interstate Commerce 
Act prohibited pooling, but did not forbid agreement. The re- 
sult was to do away, at least professedly, with the pool, but to 
intensify the idea of united action. The Associations which had 
grown up were continued, others came into being, and much 
thought was devoted to the ways and means by which competi- 
tive rates could be controlled. While the methods employed in 
different Associations were somewhat different, the essential 
feature was the same in all. A governing body was created, com- 
posed of the representatives of the different railways that were 
members of the Association, and this governing body determined 
what the rate should be. No rate could be reduced by a member 
of the Association, so long as it continued to be a member, if a 
majority of this board voted against it. The effect was to substi- 
tute for individual action the combined will of the Association, 
and to eliminate all competition from the making of competitive 
rates. 
The Trans-Missouri Freight Association was one of these 
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bodies, having jurisdiction of traffic to the southwest Suit was 
brought to dissolve it, and this proceeding was sustained by the 
Supreme Court. It was held that the Sherman Act applied to 
railways ; that an agreement touching the rates of freight charged 
for the movement of interstate traffic was an agreement in refer- 
ence to interstate commerce; that, if the effect of the agreement 
was to restrain competition in the making of these rates, that 
was a restraint of interstate commerce; and that it was entirely 
immaterial whether the rates made and put into effect under 
this agreement were reasonable or unreasonable. In a single 
word, it was held that railways had no right to agree with respect 
to the making or maintaining of competitive rates applicable to 
the interstate movement of freight or passengers. 

To this decision the railways at first refused to be reconciled. 
There was then in force what was known as the Joint Traffic 
Association, covering trunk-line territory and embracing some of 
the most important railway systems of the country. The scheme 
exemplified in this Association had been worked out with great 
care, and was supposed to represent the highest state of the art 
of controlling railway competition. Suit had been brought, prior 
to the decision of the Trans-Missouri case, to restrain the opera- 
tion of the Joint Traffic agreement; and this, notwithstanding 
the decision of that case, was proceeded with before the Supreme 
Court. It was said that the. Trans-Missouri case had not been 
properly presented to the court. No such mistake was made a 
second time. An ex-minister to England, a former chairman of 
the Judiciary Committee of the Senate, the leader of the metro- 
politan bar, to say nothing of a galaxy of inferior suns, any one 
of whom would alone have fully illuminated an ordinary case, 
appeared. Volumes of briefs were filed, and hours of oral argu- 
ment employed, in the hope that the court, when confronted with 
the appalling consequences of its decision, might be induced to 
reconsider. In vain. The former holding was adhered to, and 
the Trans-Missouri decision became the settled law. 

These decisions at the time produced almost as much commo- 
tion as the decision in the Northern Securities case has to-day. 
Upon the one hand, they were proclaimed as the death knell of 
railroad property. If railroads could not agree as to competitive 
rates, nothing remained but continual warfare and final destruc- 
tion. Only the prompt intervention of Congress could avert 
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these dire consequences. Upon the other hand was corresponding 
jubilation. Here was an end of railway monopoly. Competition 
must now resume its legitimate sway. 

Such was the prediction; what was the result? Absolutely 
nothing. The opinion in the Joint Traffic case was promulgated 
on October 24th, 1898, and no corresponding period in recent 
years has seen fewer destructive rate wars than the one since then. 
Instead of railway disaster, there has been a continuous era 
of increasing railroad prosperity. Kates have not declined; upon 
the contrary, they began to advance soon after this decision, and 
they have been steadily advancing ever since. What is more to 
the purpose, the thing which this interpretation of the law was 
supposed to prohibit has, in fact, existed all along. The Trans- 
Missouri and the Joint Traffic Associations have ceased; the 
word "agreement" has been stricken from the articles of con- 
federation between railways; in theory, each carrier acts inde- 
pendently of all others, but in practice there has been no consider- 
able time, in any portion of our country, since the rendition of 
these decisions when competitive rates have not been, in fact, 
the subject of concerted action. Within the last five years, rates 
upon every important commodity in every section have been ad- 
vanced. In no instance could the advance have been made by 
one line, unless a corresponding advance had been made by all 
competing lines. In many instances, the rate in one direction 
could not have been increased unless the corresponding rate in the 
opposite direction had also been increased. These advances have 
been made by all lines interested, have uniformly been for the 
same amounts and have generally taken effect upon the same day. 
I do not intimate that this has involved any violation of law upon 
the part of the carriers. About that, there may be a difference 
of opinion. Traffic officials insist that they are within the law. 
The important thing to be observed is, that advances in rates have 
not been prevented, nor reductions induced, as a result of the 
Trans-Missouri decision. 

It may, however, be urged with some force that this arises 
from the fact that combination has taken the place of agreement. 
The attempt all along has been to find some method for control- 
ling railway competition. At first the pool was resorted to, but 
this was taken away in 1887. Then came the agreement, and 
this was denied to railroads in 1898. Bailroad operators were 
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thus forced to look for some other method of accomplishing the 
object in view, and this has been found in the combination of 
recent years. The extent to which this process of combination 
has proceeded is well known. It has been repeatedly shown in 
detail that, to-day, of the 200,000 miles of railroad in the United 
States, approximately 125,000 miles are controlled by a half- 
dozen individuals. 

Now, have not the advances in rates been due to these com- 
binations ? And, if the combinations are now dissolved in pursu- 
ance of the Securities decision, will not the previous decision 
in the Trans-Missouri case then have effect and produce the re- 
sult originally predicted? This plainly involves two questions: 
First, will the effect of the Northern Securities decision be to 
dissolve other combinations ? Second, if it does, will there result 
such a condition as will prevent unreasonable railway charges? 

The nature of the Northern Securities Company is well known. 
The Great Northern and Northern Pacific Railway Companies 
had together purchased the Burlington road, embracing some 
8,000 miles of railway. Mr. Hill and his friends owned a con- 
trolling interest in the Great Northern, while Mr. Morgan and 
his associates held a corresponding interest in 'the Northern 
Pacific. The harmonious relations which this state of ownership 
induced had added largely to the market value of the stocks of 
those companies. So long as Mr. Hill and Mr. Morgan lived and 
controlled each his respective property, there was small danger 
that these relations would be disturbed; but, in these days, it is 
not always possible to say in the morning who may control a 
given railroad in the evening. The problem presented was to 
substitute certainty for this uncertainty, and to turn the cer- 
tainty into cash by merging the two competing lines in such a 
way that the thing when done should be permanent. To this end, 
the Northern Securities Company was organized, with a capital 
stock of $400,000,000; and its shares were exchanged in certain 
proportion for the shares of the Great Northern and Northern 
Pacific Companies. Let it be carefully noted that the Securities 
Company was not created for the purpose of buying and operating 
railways. The total amount of cash paid in was but $30,000. 
It was a device, pure and simple, for merging these two rival lines. 
The Supreme Court has finally held, by a majority of one, that 
this transaction was in violation of the Sherman Act, and bfts 
vol. oi-xxvni. — no. 571. 53 



g34 THE WORTH AMERICAN REVIEW. 

enjoined the execution of the project. How far does this apply to 
other railway combinations? 

The Northern Securities Company was unique in the method 
of combination employed. It was, in effect, an agreement between 
owners of competing railroads to merge those roads into a single 
corporation. Most, if not all, other combinations of importance 
have been effected by an actual purchase of stock or the actual 
lease of property. Consider, for instance, the operations of the 
Pennsylvania Eailroad in obtaining control of competing lines. 

About one-third of the entire tonnage of the Pennsylvania 
Eailroad is bituminous coal, and that same commodity constitutes 
an even larger percentage of the tonnage of the Baltimore & 
Ohio, the Norfolk & Western, and the Chesapeake & Ohio. These 
last three lines are in competition with the Pennsylvania in the 
carriage of this coal, not in the sense that they reach the same 
mines, but because they transport to common markets coal of the 
lame quality, mined at substantially the same cost. These lines 
are also in competition with the Pennsylvania for almost all 
traffic between the West and the Atlantic seaboard, including 
export and import traffic through the Atlantic ports. The great- 
est difficulty had been experienced in controlling the competition 
between these lines, which were regarded in the traffic World 
as the most persistent disturbers of rates. In order to protect 
itself, the Pennsylvania went into the market and bought a 
sufficient amount of the capital stock of the Baltimore & Ohio and 
the Norfolk & Western Companies to dominate those lines. It 
does not, on the face of the record, own an absolute majority in 
either case, but it has enough to enable it to control any election, 
and since it became such owner, it has directed the policy of those 
companies. The Pennsylvania and the New York Central sys- 
tems together occupy the same relation to the Chesapeake & Ohio. 
Is this proceeding upon the part of the Pennsylvania illegal? 

By the first section of the Sherman Act, " every contract, com- 
bination in the form of trust or otherwise, or conspiracy, in re- 
straint of trade or commerce among the several States," is made 
illegal. Plainly, the Northern Securities Company fell within 
that definition ; it is equally plain that the Pennsylvania combina- 
tion does not. That was no contract or agreement or conspiracy; 
it was a purchase of property in the open market. The seller 
probably neither knew nor cared how the stock was to be used. 
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The second section provides that, "every person who shall 
monopolize, or attempt to monopolize, . . . any part of the 
trade or commerce among the several States" shall be deemed 
guilty of a misdemeanor. Apparently the Pennsylvania 
Company has violated this section. It intended to, and did, 
monopolize a part of interstate transportation. It intended to, 
and did, restrain competition in the making of rates applicable 
to that transportation. It would, therefore, seem to be in con- 
travention of law, provided Congress has the constitutional right 
to make the purchase of stock, when bought for that purpose, a 
crime. Whether the Supreme Court will so hold is still doubtful. 
Justice Brewer, in his concurring opinion, states that Mr. Hill 
might have purchased a controlling interest in the Northern 
Pacific stock, although he also owned a controlling interest in 
that of the Great Northern, and although he thereby acquired 
control of these competing railroads. If an individual may do 
this, because of his inalienable right to buy and sell legitimate 
property, why may not a corporation having authority thereto? 
If Mr. Cassatt, the President of the Pennsylvania Company, 
might purchase a control of the Norfolk & Western and the 
Baltimore & Ohio, owning at the same time a control of the Penn- 
sylvania, why might not the Pennsylvania itself make that 
purchase? 

Without attempting to forecast future decisions of the Su- 
preme Court upon this subject, it is not too much to say that, in 
all human probability, the Northern Securities decision will not 
result in the dissolution of a single railroad combination now ex- 
isting, except the Northern Securities Company itself, nor 
seriously interfere with the formation of other combinations. 
For fourteen years, this Government has been attempting to regu- 
late railway rates by enforcing competition. At the end of that 
period, after two epoch-making decisions, we are confronted with 
increasing monopoly, with advancing rates, and with no probable 
relief in sight. Let it be assumed, however, that upon the 
strength of this present decision every combination is dissolved; 
what then ? What protection would that afford ? 

Competition, as applied to private business operations, is well 
understood. Competition between rival railways, whose opera- 
tions are not hampered by legal requirements, is possible in theory 
at least. It is difficult to see just what is meant by competition 
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in the rate between competing railways which observe the Inter- 
state Commerce Law. Let us stop for a moment and think. 

The Act to Eegulate Commerce provides that every railroad 
shall file with the Interstate Commerce Commission, and post in 
its stations, the rates at which interstate traffic is transported ; and 
these rates cannot be advanced except upon ten days' notice, nor 
reduced except upon three days' notice. Take two points like 
Chicago and New York City, which are connected by, say, a half- 
dozen lines of railway, all of which transport grain. The rate on 
this commodity must be the same by every line, for a difference 
of any appreciable amount would divert the traffic to the cheapest 
route. If one of these lines reduces the published rate, every 
other line must immediately reduce its rate. Now, assuming 
that the published rate is 20 cents, why should any one of these 
six competing lines reduce that rate ? A reduction will not divert 
traffic to its line, because the reduction will be met by every other 
line. A reduction by all lines will not increase the amount of 
grain grown, certainly not in proportion to the loss of revenue. 
It might be thought that a reduction would induce the movement 
of grain by that route rather than by others; but there is an 
established relation between all routes, and a change in rate from 
Chicago to New York would be at once followed by a correspond- 
ing change from St. Louis to Baltimore and from Kansas City 
to Galveston. I am utterly unable to see, therefore, what should 
induce any one of these carriers to reduce its published rate, so 
long as the lata is observed. 

But, it is objected, there certainly has been such competition in 
the past. It has been stated that the Pennsylvania bought up 
parallel lines to prevent this very competition. All this is ex- 
actly true, but the nature of that competition should be carefully 
observed and remembered. It has consisted in the first instance 
in a violation of law, in secret reductions from the published rate. 
Very seldom has any competing line reduced the open tariff until 
it had reason to believe, or at least did believe, that its competitor 
had departed from that tariff. 

This fact cannot be too emphatically stated, nor too carefully 
noted. Every person having acquaintance with actual conditions 
will recognize its truth. It is idle to say, as writers upon the rail- 
way side so often do, that there can be no such thing as railway 
competition in rates. Nothing more effectively disproves that 
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statement than the history of the rates themselves. Such compe- 
tition has meant preference and discrimination; since 1887, it 
has been in violation of the statute; but it has been effective. It 
has reduced the published rate for the time being, and the reduc- 
tions have often been permanent. Even when altogether illicit, 
it has cheapened the cost of transportation. Secret concessions 
in the rates on bituminous coal have reduced the price of that 
commodity to consumers by millions of dollars annually, and the 
maintenance of those rates is to-day costing those same con- 
sumers a corresponding amount. This dilemma confronts us: 
Shall we have an observance of law and the high rate, or a disre- 
gard of law and the low rate ? To put it in another form : Shall 
we adopt a system of railway regulation, in which the breach of 
one law is relied upon to secure the benefit of another ? 

But all this is theory and sentiment. The inquiry is: What 
would be the effect if every railway combination formed within 
recent years were dissolved? Would that induce the same com- 
petitive conditions, with the same effect upon railway charges, 
that formerly existed? In my own opinion, it would not; and, 
in support of that opinion, attention is called to the two following 
reasons: 

First. It has never been difficult to secure the publication of 
any desired rate. The trouble has been found in maintaining 
that rate when published. The ideas of railroad managers upon 
this subject have undergone, within the last seven years, during 
which I have had a practical acquaintance with the matter, a ma- 
terial change. Formerly the traffic man most sought, whether as 
the chief traffic official of a great railway system, or the freight 
solicitor, was the man who could get the business, usually by a 
more or less adroit manipulation of rates. In fact, the traffic 
official, high or low, who cuts the rate and so disturbs the main- 
tenance of rates, is guilty of an act the financial consequences of 
which are as if he had hurled a burning firebrand into the store- 
house of his competitor, and thereby occasioned a conflagration 
which consumes his rival's property and finally his own. This 
has been recognized in theory from the first. It is to-day some- 
thing more than sentiment. The owners of railway property have 
been looking into this matter. It has come to be understood in 
railway service that a maintenance of rates is the first considera- 
tion, and the very fact that the law forbids the pool, the agree- 
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ment and every device of that kind, puts traffic men to an extent 
upon their honor, and renders odious a departure from that rule. 

Second, and mainly. While it has always been a crime, under 
the Act to Eegulate Commerce, to depart from the established 
tariff, it has never been possible, as a practical matter, to secure 
convictions for such infraction of the law. Many attempts were 
made with no result, and it had finally come to pass that no traffic 
man, when he cut the rate, much considered the inhibition of the 
statute or the consequences of its violation. In March, 1902, in- 
junctions were granted, by the circuit court sitting in Chicago 
and Kansas City, against certain carriers, forbidding a departure 
from the published tariff. While the traffic man might risk an 
indictment, he did not care to face proceedings for contempt. 
The roads enjoined obeyed the injunction and insisted that their 
competitors should do the like. The effect was general ; and, since 
that date, for the first considerable period of time since the law 
was enacted, tariff rates have been for the most part rigorously 
adhered to. 

The Supreme Court of the United States has decided that, as 
the law then stood, these injunctions were improperly issued; 
but the Elkins Act, which took effect in February, 1903, pro- 
vided for the bringing of injunction suits of that character, so 
that to-day it is possible to accomplish everything which was done 
by those proceedings, although the proceedings themselves, at the 
time, had no warrant of law. The Elkins Act further prohibits, 
under a penalty of not less than $1,000 for each offence, all devia- 
tion from the tariff rates, and makes the corporation itself liable. 
The effect of the Elkins bill and the injunction proceedings has 
been to secure the maintenance of rates. That condition will 
probably continue. The self-interest of the railways will lend 
such strength to the present drastic statute as will stamp out, for 
the future, those cases of persistent rate-cutting which, in the 
past, have led to the demoralization of rates. It is altogether 
probable that, if every combination of the last six years were dis- 
solved, if the conditions of railroad ownership were the same to- 
day as then, rates would be in the main observed. In that event, 
no substantial effect on rates could result from competition. 

I do not mean that such competition would in no case exist, 
for there might and would be competition of a certain kind. At 
the present moment (April 2, 1904), the published rate on ex- 
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lake whjeat from Buffalo to New York for export, is two mills per 
bushel. On January first, it was five cents per bushel, and that is 
about the normal winter rate. The cause of the present reduc- 
tion is a contest between the different lines as to the relative rates 
which shall be applied to this traffic to New York, Philadelphia 
and Baltimore. Lines leading to Philadelphia and Baltimore in- 
sisted that the rate to these ports should be less than the rate 
to New York, and they made it less. The New York lines there- 
upon met this rate, and so they have gone on making reductions 
and meeting rates, with the present result There can be but one 
outcome. Very shortly, either the roads will agree upon the 
point in dispute, or it will be submitted to the decision of some 
disinterested person. Then the rates will be restored. Competi- 
tion of this spasmodic sort will exist, but it benefits nobody. 

A single illustration may illuminate this mjatter. In the 
spring of 1903, railways leading from the South advanced the 
rate on yellow-pine lumber to most Northern destinations two 
cents per hundred pounds. The aggregate amount produced by 
this advance has been estimated at from $6,000,000 to $8,000,000 
annually, a neat bit of money, to be paid by somebody to some- 
body. That advance has been the subject of extended investiga- 
tion by the Interstate Commerce Commission. It grew out of no 
commercial condition. The traffic officials who made it all stated 
that the advance was made because the railways needed more 
revenue. It was a tax, laid by those who transport this lumber 
upon those for whom it is transported. The amount was in fact 
two cents per hundred pounds, but it might have been one cent or 
five cents. Now, in what way did competition, in what way could 
competition, between these railways determine whether any and 
what advance ought to have been made. 

At least eight independent lines, many more companies than 
that, concurred in this action; and it may be said that, had the 
law as interpreted in the Trans-Missouri case been enforced, the 
advance could not have been made at all. Upon that assumption, 
how does the matter stand? The railways earnestly insist that 
the previous rate was too low, that the increase was reasonable, 
and they produce weighty reasons in support of that contention. 
It is possible, certainly, that they are right. They must, therefore, 
if they could not lawfully advance the rate, continue to accept 
indefinitely less than a just sum for the performance of this 
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service. Let the thoughtful man, after careful meditation upon 
this actual example, which is typical of nine-tenths of the in- 
creases which have been made, say in what way competition be- 
tween railways can fairly determine the reasonableness of the 
charges which they impose upon the public. 

There is no desire to belittle the importance of the Northern 
Securities decision. All people commend the courage of the 
President in instituting that proceeding, and the vigor and ability 
of the Department of Justice in prosecuting it. The indirect 
effect may be important. The holding company has been pro- 
nounced unlawful as a means of merging competing railroads. 
When it is remembered that but thirty thousand dollars in cash 
was required to place under one control eighteen thousand miles 
of railway, it will be seen that this method of manipulation has 
possibilities which, in certain conditions of the public financial 
mind, are unlimited. When it is further remembered that the 
Northern Securities Company enormously increased the capitali- 
zation of the three properties embraced, thereby creating out of 
nothing a volume of bonds and stocks upon which interest and 
dividends must be eventually paid by the public, and that the 
holding company especially lends itself to proceedings of this 
kind, it will be realized that the decision may be most salutary. 

Neither do I wish to be understood as expressing an opinion 
that unlimited railway combination should be permitted. That is 
a subject by itself. I simply desire to point out in explicit terms 
that this decision leaves the question of regulating railway charges 
exactly where it has been. Broadly speaking, there is no prob- 
ability that any rate will ever be reduced or that any advance 
will ever be prevented by it. 

The word "competition" is dear to the Anglo-Saxon mind, 
and with reason ; for, during years of unparalleled industrial and 
commercial development, it has stood as a rampart against the 
exactions of monoply. There are many — of whom the writer is 
one — who believe that it may still be relied upon, in private 
enterprises, for protection against the undue concentration of 
capital, so long as the avenues of transportation are open and the 
supply of raw material accessible to all alike. Wipe out the dis- 
criminations in railway tariffs in favor of the Standard Oil Com- 
pany, and that monopoly cannot long impose an unreasonable 
price on its product. Even the United States Steel Corporation, 
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unless it can acquire a monopoly of iron ore, or an advantage in 
the cost of transporting its product, cannot permanently main- 
tain unreasonable prices. But a distinction must be made, in all 
these trust discussions, between private enterprises and those pub- 
lic functions which are discharged by private capital. No law 
compelling competition between its street-car lines could secure 
to the City of New York a reasonable fare. Chicago will not 
obtain seventy-five-cent gas as a result of enforced competition 
between gas companies. Competition may in the past have re- 
duced car fares and gas prices, but it is absurd to say that it 
can regulate those prices. So of our railroads. In the past 
there has been the most active competition, which has resulted in 
great reductions in rates; but that competition no longer exists, 
and something else must be substituted for it. 

There is but one way to regulate railway charges, and that is 
to regulate them. If a rate is found unreasonable, a reasonable 
rate must be put in the place of it. This method is legal, as has 
been affirmed by courts without number. It is feasible. Every 
civilized country in the world employs it to-day, except our own. 
Even the Dominion of Canada, within the past year, has adopted 
that system. It is just to all parties, and no other method is. 

However, it is not the present purpose to discuss railway regu- 
lation, but simply to demonstrate that it never can be secured by 
enforced competition. The Auditor of the Interstate Commerce 
Commission, in reply to a resolution of the Senate asking for 
information, has estimated that advances in railway rates made 
during the last four years would, if applied to the movement of 
traffic for the year ending June 30th, 1903, amount to $155,000,- 
000. This enormous sum represents, in most instances, an arbi- 
trary tax laid, as in the case of the lumber rate, by the railways 
upon the public. I do not charge that any portion of this is 
unjust ; but I do insist that, in view of the nature of the service 
which our railways render and the circumstances under which 
their rates are imposed, some way should be devised by which 
the reasonableness of these charges can be investigated and 
passed upon by the Government. This should be done cautiously; 
it should be done fairly; but it should be done. No other phase 
of the trust problem compares with this in importance. 

Charles A. Peouty. 



